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Independent Auditors' Report

Board of Education
Uintah School District
Vernal, Utah

We have audited the accompanying financial statements of the governmental activities, each major
fund, and the aggregate remaining fund information of the Uintah School District as of and for the
year ended June 30, 2006, which collectively comprise the District’s basic financial statements as
listed in the table of contents. These financial statements are the responsibility of the Uintah School
District’s management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting;
principles used and significant estimates made by management, as well as evaluating the overall ©
financial statement presentation. We believe that our audit provides a reasonable basis for our.
opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the governmental activities, each major fund, and the aggregate remaining fund
information of the Uintah School District as of June 30, 2006, and the respective changes in financial
position thereof for the year then ended in conformity with accounting principles generally accepted
in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated November
27, 2006 on our consideration of Uintah School District’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to.
provide an opinion on the internal control over financial reporting or on compliance. That report is
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an integral part of an audit performed in accordance with Government Auditing Standards and
should be read in conjunction with this report in considering the results of our audit.

The management’s discussion and analysis and budgetary comparison information on pages 5
through 11 and 39, are not part of the basic financial statements but are supplementary information
required by accounting principles generally accepted in the United States of America. We have
applied certain limited procedures, which consisted principally of inquires of management regarding
the methods of measurement and presentation of the supplementary information. However, we did
not audit the information and express no opinion on it.

Our audit was performed for the purpose of forming an opinion on the financial statements that
collectively comprise the Uintah School District’s basic financial statements. The combining and
individual nonmajor fund financial statements are presented for purposes of additional analysis and
are not a required part of the basic financial statements. The accompanying schedule of expenditures
of federal awards is presented for purposes of additional analysis as required by U.S. Office of
Management and Budget Circular A-133, Audits of Sates, Local Governments, and Non-Profit
Organizations, and is also not a required part of the basic financial statements of the Uintah School
District. The combining and individual nonmajor fund financial statements and the schedule of
expenditures of federal awards have been subjected to the auditing procedures applied in the audit of
the basic financial statements and, in our opinion, are fairly stated in all material respects in relat1on
to the basic financial statements taken as a whole.

ool W//% <Ll

Vemnal, Utah
November 27, 2006




Management’s Discussion and Analysis

As management of the Uintah School District (District), we offer readers of the District’s
financial statements this narrative discussion, overview, and analysis of the financial
activities of the District for the fiscal year ending June 30, 2006. We encourage readers
to consider the information presented here.

Financial Highlights

During this fiscal year, the district proposed a $50 million General Obligation
(G.0.) Bond issue for the November 2005 ballot. The proposition passed witha * -
68% favorable vote. The intent of the G. O. Bonds was to meet the needs of the
districts 10-year master plan, which included 2, rebuilt elementary schools and -
many other renovations. ‘ '

In December 2005, the Board of Education issued $5.977 million in Qualified
Zone Academy Bonds (QZAB). This funding mechanism allowed the district to
make payments into a sinking fund, which will pay off the QZABs at the end of
maturity. The net affect of this type of financing will save the district
approximately $1 million.

In March 2006, the Board of Education issued $24 million in G. O. Bonds to
begin the projects in the 10-year master plan.

In May 2006, the district began construction of 2 elementary schools to replace 2
current elementary schools that are beyond repair. The planned completion date
of these 2 schools is the summer of 2007, which will allow opening of the schools
prior to the start of the 2007-2008 school year.

During the 2003-2004 school year, the District partnered with the National School
Fitness Foundation to purchase exercise equipment and implement a program for
student physical education. There were several requirements that needed to be
met to participate in the program and the District met all of them. The District
entered into a lease of approximately $218,000 with Zions Bank to purchase the
equipment. The District was then to receive reimbursement for payments made to
Zions Bank from the National School Fitness Foundation by participating in the
program. There was no guarantee given that the reimbursements would be paid.
During the school year, the District received approximately 6 months worth of
payments and then failed to receive payments from that point including up to the
end of the fiscal year. The National School Fitness Foundation filed for
bankruptcy, which eliminated future reimbursements. The District has been able
to meet all debt obligations with Zions Bank and will continue to do so. This
liability was paid off during the 2005-2006 school year. The bankruptcy
proceedings are continuing as this document is written. The District anticipates
receiving some settlement from the bankruptcy court, although it is anticipated the



amount will be insignificant to the financial statements. The District maintains
ownershlp of the fitness equlpment

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to the District’s
basic financial statements. The District’s basic financial statements comprise of three
components: 1) government-wide financial statements, 2) fund financial statements, and
3) notes to financial statements. This report also contains other supplementary
information in addition to the basic financial statements themselves.

Government-wide financial statements. The government-wide financial statements are
designed to provide readers with a broad overview of the District’s finances, in a manner
similar to a private-sector business.

The statement of net assets presents information on all of the assets and liabilities of the
District, with the difference between the two reported as net assets. Over time, increases
or decreases in net assets may serve as a useful indicator of whether the financial position
of the District is improving or deteriorating.

The statement of activities presents information showing how the net assets of the District
changed during the most recent fiscal year. All changes in net assets are reported as soon
as the underlying event giving rise to the change occurs, regardless of the timing of
related cash flows. Thus, revenues and expenses are reported in this statement for some
items that will only result in cash flows in future fiscal periods (e.g. uncollected taxes,
earned but unused vacation leave, earned but unused sick leave, and early retirement
benefits).

The government-wide financial statements can be found on pages 12-13 of this report.

Fund financial statements. A fund is a group of related accounts that is used to
maintain control over resources that have been segregated for specific activities or
objectives. The District, like other state and local governments, uses fund accounting to
ensure and demonstrate compliance with finance related legal requirements. All of the

- funds of the District can be divided into three categories: government funds, proprietary .
~ funds, and fiduciary funds.

Governmental Funds. Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial
statements. However, unlike the government-wide financial statements, governmental
fund financial statements focus on near-term inflows and outflows of spendable
resources, as well as on balances of spendable resources available at the end of the fiscal
year. Such information may be useful in evaluating government’s near-term financing
requirements.



Because the focus of governmental funds is narrower than that of government-wide
financial statements, it is useful to compare the information presented for governmental
Sfunds with similar information presented for governmental activities in the government-
wide financial statements. By doing so, readers may better understand the long-term
impact of the government’s near-term financing decisions. Both the governmental fund
balance sheet and the governmental fund statement of revenues, expenditures, and
changes in fund balances provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities. '

The District maintains five individual governmental funds. Information is presented
separately in the governmental fund balance sheet and in the governmental fund
statement of revenues, expenditures, and changes in fund balances for the general fund, -

- the capital projects fund, and the debt service fund, which are considered to be major

funds. Data from the other two governmental funds are combined into a single,
aggregated, presentation. Individual fund data for each of these nonmajor governmental
funds is provided in the form of combining statements elsewhere in this report.

The District adopts an annual budget for its general fund. A budgetary comparison

- . statement has been provided for the general fund to demonstrate compliance with this

budget.

The basic governmental fund financial statements can be found on pages 14-17 of this

report. :

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit

. of parties-outside of the governmental entity. Fiduciary funds are not reflected in the

government-wide financial statements because the resources of those funds are not
available to support the District’s own programs.

The District uses an agency fund to account for resources held for student activities and
groups. The basic fiduciary fund financial statement can be found on page 18 of this
report. '

‘Notes to the financial statements. The notes provide additional information that is

essential for a full understanding of the data provided in the government-wide financial
statements. The notes to the financial statements can be found on pages 19-38 of this
report.



Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s
financial position. In the case of the District, assets exceeded liabilities by $43,526,136 -
at the close of the most recent fiscal year. The largest portion of the District’s net assets.
(66%) reflects its investment in capital assets (e.g. land, water stock, buildings and '
improvements, and furniture and equipment), less any related debt (bonds) used to
acquire those assets that is still outstanding. The District uses these capital assets to
provide services to students; consequently, these assets are not available for future
spending. Although the District’s investment in its capital assets is reported net of related
debt, it should be noted that the resources needed to repay this debt must be provided
from other sources, since the capital assets themselves cannot be used to liquidate these

liabilities.
UINTAH SCHOOL DISTRICT’S
Net Assets
Governmental Activities
FY 2006 FY 2005
Assets:

Current and Other Assets:
Capital assets:
.Total Assets
Liabilities:
Long-term Liabilities Outstanding
Other Liabilities
Total liabilities
Net Assets:
Invested in capital assets, net of related
debt
Restricted

Unrestricted

Total net assets

$67,838,493 $31,059,835

38,026,093  35537,425

105,864,586 66,597,260

39,045,736 8,930,163

23,292,714 16,099,025

62,338,450 25,029,188

28,628,522 28,155,921
13,199,623 11,425,642

1,697,991 1,986,509

$43,526136  $41,566.072

As noted in the net assets comparison, the District incurred an increase of $1,958,064.
This increase is primarily from capital improvements made to facilities within the
District. Other items that the change are attributed to include technology purchases and



improvem_énts,- an increzise in the designated reserve fund balance, and a change in the
method for recognizing property taxes to meet all of the appropriate standards.

At the end of the current fiscal year, the District is able to report positive balances in all
three categories of net assets, both for the District as a whole, as well as for its separate
governmental activities. The same situation held true for the prior fiscal year.

Revenue Source/Expenditure Analysis as a Whole

As seen below, the Districts revenues increased in FY 2006 over FY 2005 by $1,667,334.
The primary reason for the increase in property taxes and fees in lieu is due to an increase
in assessed valuation and new growth in Uintah County. This increase in assessed
valuation is projected to continue for a number of years to come. The decrease in state
revenues is primarily due to a decrease in student enrollment from the 2005 fiscal year.
Federal revenues have decreased due to cuts in the federal budgets for public education
such as Title I. Earnings on investments have substantially increased due to investment
of bonds sold by the school district and a steady increase in investment rates.

Revenue Sources - All Funds FY 2006 FY 2005 Variance %

Property Taxes & Fees in Lieu $13,975,385 $12,847,198 $1,128,187 ' 9%
State Aid 21,541,881 21,718,838 (176,957) -1%
Federal Aid 6,439,558 6,646,055 (206,487) -3%
Local Revenues 1,662,801 1,615,945 46,856 3%
Earnings on Investments 1,241,936 366,191 875,475 239%
Total $44,861,561 $43,194,227 $ 1,667,334 4%

Overall expenditures increased $2,472,641. This increase was primarily due to an
extended effort to spend more resources in instruction and the start of construction for 2
new elementary schools to replace existing elementary schools. Both of these areas are
key in obtaining the goals the district has established.

Financial Analysis of District’s Funds

: " As noted earlier, the District uses fund accounting to ensure and demonstrate compliance

with finance-related legal requirements.

Governmental funds. The focus of the District’s governmental funds is to provide
information on near-term inflows, outflows, and balances of spendable resources. Such
information is useful in assessing the District’s financing requirements. The unreserved
fund balance is divided between designated balances and undesignated balances. The
District uses the unreserved balances for emergency and unforeseen hardships on the
District. Undesignated balances in the general fund are required by state law to be
appropriated in the following year’s budget. Fund balances in capital projects and other




governmental funds are restricted by state law to be spent for the purpose of the fund and
are not available for spending at the District’s discretion.

- General fund. The general fund is the chief operating fund of the District. At the end of

the current fiscal year, the undesignated fund balance was $457,082 while the total fund
balance was $5,994,289. The undesignated fund balance decreased by $1,987 while the
total fund balance decreased by $904,151 during the current fiscal year. The key factors
in this growth are a result of an increase in unexpended revenues in restricted programs.

Expenditures for general District purposes totaled $34,713,895 an increase of $1,023,923
or 3.3% during the current fiscal year; this increase was mainly due to an increase in
inflation and salaries and benefits.

General fund salaries totaled $21,315,183 while the associated fringe benefits of
retirement, social security, unemployment, industrial insurance, life insurance, long-term
disability, and health and accident insurance added $8,626,753 to arrive at 86.25% of
total general fund expenditures.

The capital projects fund has a total fund balance of $36,338,724, an increase of

$30,508,488 over FY 2005. This fund balance is restricted for acquisition of capital
assets, purchase of supplies, and related expenditures.

The non k-12 programs special revenue fund balance is $1,304,943. This is an increase
of $277,895 over the previous year. This fund includes adult education, recreation
services, and special education-preschool. The balances in this fund are restricted to
services allowed and provided in each one of these programs.

The school foods special revenue program ended the current year with a fund balance of
$873,691. This is a increase of $67,189 over the previous year. The school lunch
program is very well managed and runs as efficiently as any in the State of Utah. These
funds can only be used for the school foods program.

The Uintah Schools Foundation received contributions of $170,947 during the current
fiscal year to assist school programs.

The difference between actual expenditures and original budgeted expenditures is

$2,498,284. The final budget was increased over the original budget $1,772,282. The -
main reason for the increase was to deal with the new construction projects that started
during this fiscal year. :

Capital Asset and Debt Administration
The capital projects fund is used to account for the costs incurred in acquiring and

improving sites, constructing and remodeling facilities, and procuring equipment
necessary for providing educational programs for all students within the District. As
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mentioned previously, the district began 2 new elementary building projects. The district
currently has the following outstanding debt obligations.
* Lease Revenue Bond - $7 million (Vernal Jr. High Renovation)
¢ Qualified Zone Academy Bond (QZAB) - $5.977 million (Vernal Middle School
Renovation — to begin March 2007)
* General Obligation Bonds - $24 million (New buildings Maeser Elementary and
Naples Elementary) :

Changing Enrollment within the District

This fiscal year, the District’s enrollment decreased approximately 90 students as 7
compared to the prior year, which was a change in the multiple year trend of declining
enrollment. The district anticipates that this enrollment will increase over the next 1-2
years due to the current rise in the oil and gas industry.

Requests for Information

This financial report is designed to provide a general overview of the Uintah School
District’s finances for all those with an interest in the government’s finances. Questions
concerning any of the information provided in this report or requests for additional
financial information should be addressed to:

Office of the Business Administrator
Uintah School District
635 West 200 South

* Vernal, UT 84078
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Uintah School District

Statement of Net Assets.
June 30, 2006 '
Governmental
Activities
Assets:
Cash and investments $ 48,867,852
Receivables:
Property taxes 16,581,210
Other Governments 1,913,104
Other 22,385
Prepaid expenses 222,949
Inventories 98,776
Bond issuance costs, net 132,217
Capital assets: : _
Land ' 4,346,396
Buildings under construction 2,846,398
Other capital assets, net of depreciation 30,833,299
Total Assets 105,864,586
‘Liabilities: ‘
Accounts payable 3,759,692
Accrued interest 457,681
Accrued salaries 1,711,245
Deferred revenue
Property taxes 17,081,775
Bond premium - net of amortization 223,072
Other current liabilities , 59,249
Noncurrent liabilities:
Due within one year 1,782,568
Due in more than one year : 37,263,168
Total liabilities 62,338,450
Net Assets: :
Invested in capital assets, net of related debt 28,628,522
Restricted for: '
Expendable:
Capital projects 8,917,181
Foundation 75,927
K-12 programs - . 1,808,258
Non K-12 programs 1,323,321
School Foods 873,691
Nonexpendable:
Foundation 201,245
Unrestricted 1,697,991
Total net assets $ 43,526,136

The notes to the financial statements are an integral part of this statement.
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Uintah School District

Reconciliation of the Balance Sheet Of Governmental Funds

To the Statement of Net Assets
June 30, 2006 1

Total fund balance - total governmental funds $44,788,819
Amounts reported for governmental activities in the statement of net assets are
different because:

Capital assets of $69,382,149, net of accumulated depreciation of $31,356,056,
are not financial resources and, therefore, are not reported in the governmental
funds. See note A for additional details. 38,026,093

Property taxes levied for-current and prior years not received within 60 days of
year end are not considered financial resources and, therefore, are deferred in
governmental funds; but are considered earned in the year for which they were
assessed in the statement of net assets. ' 305,496

Long-term liabilities are not due and payable in the current period, and are not
reported in the governmental funds: :
Revenue bonds payable ' (7,018,000)

General obligation bonds (29,977,000)
Early retirement benefits payable (2,050,736)
Accrued interest on revenue bonds is not recorded in the governmental funds (457,681)

Bond premiums are recorded as current Sources of funds in the governmental
funds. However, bond premiums are amortized over the life of the bonds in the
statement of net assets.

(223,072)
Bond issuance costs are expensed when bonds are issued in the governmental
funds. However, Bond issuance costs are amortized over the life of the bonds in
the statement of net assets. 132,217
Net assets of governmental activities $43,526,136

The accompanying notes are an integral part of this financial statement.
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Uintah School District

~ Reconciliation of the Statement of ReVehues, Expenditures, and Changes
In Fund Balances of Governmental Funds To the Statement of Activities
For the year ended June 30, 2006 '3 C

" Net change in fund balances - total governmental funds: $ 30,083,433

Amounts reported for governmental activities in the statement
of activities are different because:

Property taxes are recorded as revenue in the year for which they are assessed in the
statement of activities. However, taxes not received within 60 days of year end are -
deferred in the governmental funds. Deferred delinquent property taxes decreased. (9,499)

Governmental funds report capital outlays as expenditures. However, in the statement
of activities, the cost of capital assets is depreciated over the estimated useful lives of

the assets. _
The cost of assets purchased 4,370,076
Depreciation expense (1,866,189)

in the statement of activities, gain or loss realized on the sale of capital assets is
reported, whereas in the governmental funds, the proceeds from the sale increase
financial resources.
Undepreciated book value of capital assets retired (15,219)

Bond issues are recorded as current sources of funds in governmental funds, but as
increased liabilities in the statement of net assets. Bond premiums are recorded as
current sources of funds in governmental funds but are recorded as deferred revenue in
the statement of net assets and are amortized over the life of the bonds. Capital lease
obligation and bond payments are recorded as current expenditures in governmental
funds, but as reductions in liabilities in the statement of net assets. Bond issuance costs
are recorded as expenditures in governmental funds; however such costs are recorded
as assets in the statement of net assets and are amortized over the life of the bonds.
Interest on bonded debt is recorded when payment is due in the governmental funds.
However, interest on bonded debt is recorded as it accrues in the statement of

activities. ‘
Bonds issued (29,977,000)
Bond premium (226,853)
Bond premium amortization - 3,781
Bond and capital lease obligation payments 363,504
Bond issuance costs 75,595
Current amortization of debt issuance costs (4,859)
Accrued interest on bonded debt (net change) (336,629)

Early retirement benefits are recorded as expenditures in the governmental funds when
benefits are paid or become due. However, in the statement of activities, early
retirement benefits are recorded as expense when they are awarded to employees.
Payment of benefits is recorded as a reduction in liabilities.

Early retirement benefits awarded to retirees in fiscal 2006. . (1,059,248)
Early retirement benefits paid in fiscal 2006 557,171
Change in net assets of governmental funds $ 1,958,064

The accompanying notes are an integral part of these financial statements.
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Statement of Fiduciary Net Assets

Agency Funds
June 30, 2006

Assets
Cash and investments
Liabilities
Due to student organizations

Due to flexible spending
Total liabilities

Uintah School District

Agency

Funds !

$ 130,267

$ 83,624

46,643
$130,267

The accompanying notes are an integral part of this financial statement.
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U'intah School District

Notes to the Financial Statements
June 30, 2006

1. Summary of Significant Accounting Policies

1. A. Introduction

The accounting and reporting framework and the more significant accounting principles and
practices of Uintah School District (District) are discussed in subsequent sections of this Note. The
remainder of the Notes is organized to provide explanations, including required disclosures, of the
District’s financial activities for the year ended June 30, 2006.

1. B. Financial Reporting Entity — Basis of Presentation

1. B. 1. Component Units

Uintah School District is governed by the board of education, the members of which are elected by

- citizens residing in five voting districts. The accompanying financial statements present the

District’s primary government and component units over which the District exercises significant

~ influence. Significant influence or accountability is based primarily on operational or financial

relationships with the District (as distinct from legal relationships).

- The District’s financial statements include two component units: The Municipal Building Authority
- of Uintah County School District, and The Uintah Schools Foundation. Both component units are

blended with the primary government. Both component units are legally separate entities. Neither

. component unit has issued separate financial statements.

This space is intentionally left blank
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Uintah School District

Notes to the Financial Statemgnts-
June 30, 2006

Component units are reported in the District’s financial statements as shown in the following table:

Blended Component

Units Reported with Brief Description of
the Primary Activities and Relationship
Government to the District Reporting Funds

Finances building remodeling
and construction. Board of
Education members act as

Municipal Building the governing board of the

Authority of Uintah MBA. District employees MBA single purpose fund blended
County School District manage MBA assets and with the District's capital outlay
(MBA) operations. fund.

Provides funding to support
the District and its students.
An independent board of

_ volunteers governs the Foundation operating and
Uintah Schoois Foundation. New board permanent endowment funds
Foundation members are appointed by blended with the District's other
(Foundation). "~ serving board members. governmental funds.

1. B. 2. Government-wide and Fund Financial Statements
Government-wide Financial Statements

The government-wide financial statements include the statement of net assets and the statement of
activities. These statements report financial information for the District as a whole excluding
fiduciary activities such as student activity funds. The primary government and its blended
component units are presented. Individual funds are not displayed.

The statement of activities reports the expenses of a given function offset by program revenues
directly connected with the functional program. A function is an assembly of similar activities and
may include portions of a fund or summarize more than one fund to capture the expenses and
program revenues-associated with a distinct functional activity. Program revenues include (1)
charges for services that report fees, tuition, and other charges to users of the District’s services; (2)
operating grants and contributions that finance annual operating activities; and (3) capital grants and

~ contributions that fund the acquisition, construction, or rehabilitation of capital assets. These

revenues are subject to externally imposed restrictions to these program uses. Taxes and other
revenue sources not properly included with program revenues are reported as general revenues.

20
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Uintah School District

~ Notes to the Financial Statements

June 30, 2006

Administrative overhead charges are included in direct expenses.
Fund Financial Statements

The accounts of the District are organized on the basis of funds or groups of accounts, each of which
is considered to be a separate accounting entity. The operations of each fund are accounted for by
providing a separate set of self-balancing accounts, which comprise its assets, liabilities, reserves, -
fund balances, revenues, and expenditures. Government resources are allocated to, and accounted
for, in individual funds based upon the purpose for which they are to be spent and the means by ,
which spending activities are controlled.

The fund financial statements provide information about the District’s governmental and fiduciary
funds, including blended component units. Separate statements are provided for each fund category
(governmental and fiduciary). Major individual governmental funds are reported individually in
separate columns with a composite column for non-major funds.

1. B. 3. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The financial statements of the District are prepared in accordance with generally accepted
accounting principles (GAAP). The District reporting entity applies all relevant Governmental
Accounting Standards Board (GASB) pronouncements and applicable Financial Accounting
Standards Board (FASB) pronouncements and Accounting Principles Board (APB) opinions
specifically made applicable to state and local governments by GASB statements or interpretations.

The government-wide, and fiduciary financial statements are reported using the economic resources
measurement focus and the accrual method of accounting including the elimination of internal
activity (between or within funds). Revenues are recorded when earned and expenses are recorded at
the time liabilities are incurred, regardless of when the related cash flows take place. Non-exchange

transactions, in which the District receives value without directly giving equal value in exchange,
include property taxes, grants, and donations. On an accrual basis, revenue from property taxes is
recognized in the fiscal year for which taxes are levied. Revenue from grants and donations is

~ recognized in the fiscal year in which all eligibility requirements have been satisfied.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Under this method, revenues are
recognized when measurable and available. The District considers all revenues reported in the
governmental funds to be available if the revenues are collected within sixty days after year-end.
Property taxes, grants and interest are considered to be susceptible to accrual. In general, other
revenues are recognized when cash is received. Expenditures generally are recorded when the
related fund liability is incurred, except for principal and interest on general long-term debt, claims
and judgments, early retirement and post-employment healthcare benefits, and compensated
absences, which are recognized as expenditures to the extent they have matured. General capital
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Uintah School District

Notes to the Financial Statements
June 30, 2006

asset acquisitions are reported as expenditures in governmental funds. Bond issues and acqulsmons
under capital leases are reported as other financing sources.

Under the terms of grant agreements, the District funds certain programs by a combination of
specific cost-reimbursement grants, categorical block grants, and general revenues. Thus, when
program expenses are incurred, there are both restricted and unrestricted net assets available to
finance the program. It is the District’s policy to first apply cost-reimbursement grant resources to
such programs, followed by categorical block grants, and then by general revenues.

1. B. 4. Fund Types and Major Funds
The District reports the following major governmental funds:

o The operations and maintenance fund (general fund) is the District’s primary operating
fund. It accounts for all financial resources of the general government, except those required
to be accounted for in another fund.

o The capital projects fund accounts for resources accumulated and payments made for the
acquisition and improvement of sites, construction and remodel of facilities, and
procurement of equipment.

o The debt service fund accounts for resources accumulated and payments made for retirement
of matured bond principal and interest.

Additionally, the District reports the following fund type:

o The student activities agency fund and the flexible spending agency fund (fiduciary funds)
account for monies held on behalf of student groups, and for employees pending qualified
expenditures, respectively.

- 1. C. Assets, Liabilities, and Net Assets or Equity

‘1. C. 1. Deposits and Investments

The District maintains a cash and investment pool that is available for use by all funds. In addition,
certain funds maintain separate bank accounts.

Demand deposits, including money market investments are reported as cash. Investments include
deposits in the Utah Public Treasurer’s Investment fund, certificates of deposit with maturities
greater than 90 days, and marketable securities held by the Uintah School District Foundation.




Uintah School District

Notes to the Financial Statements
June 30, 2006

Investments are stated at cost which is not materially different from fair value, except for Uintah
School District Foundation investments in marketable securities, which are stated at fair value,
determined by reference to quoted market prices.

Further information on depo‘sits and investments is presented in note 3.

1. C. 2. Inventories

Supplies and food products in the school foods fund are charged to expenditures when purchased,
using the purchase method. Items in inventory at year-end are valued at cost as determined using the
first-in, first-out method.

1. C. 3. Capital Assets, and Depreciation

The District’s land, improvements, buildings, and equipment are stated at historical cost (or

* estimated historical cost if actual historical cost is not available) and comprehensively reported in the
' government-wide financial statements. Donated assets are stated at fair value on the date donated.

The District capitalizes assets with cost of $5,000 or more as purchase and construction costs occur.
The costs of normal maintenance and repairs that do not add to the asset value or materially extend
useful lives are not capitalized. Capital assets are depreciated using the straight-line method. When
capital assets are disposed, the cost and applicable accumulated depreciation are removed from the
respectivé accounts, and the resulting gain or loss is recorded in operations.

Estimated useful lives, in years, for depreciable assets are as follows:
¢ Buildings and land improvements 10-50
e Equipment, furniture, and machinery 5-20

In the governmental fund financial statements, the acquisition or construction of capital assets are
recorded as current expenditures. Assets are not capitalized and depreciated. Proceeds from the sale
of capital assets are recorded as current revenue.

Further information on capital assets and depreciation is presented in note 5.

1.C.4. Long-Term Debt, and Deferred Debt Expense

In the government-wide financial statements, outstanding debt and other long-term liabilities are
reported as liabilities. Bond premiums or discounts and issuance costs are amortized over the terms
of the respective bonds using the straight-line method, which approximates the effective interest rate
method.

[\
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Uintah School District

" Notes to the Financial Statements

June 30, 2006

The governmental fund financial statements recognize bonds issued and bond premiums as other
financing sources of the current period. Bond discounts are recognized as other financing uses of the
current period. The bond issuance costs are reported as current expenditures. :

Further information on Long-term debt is presented in note 6.

- 1. C. 5. Fund Equity

The governmental fund financial statements report reservations of fund balances for amounts that are
not available for appropriation or are legally restricted by outside parties for specific purposes.
Designations of fund balances represent tentative plans for future use of financial resources that are
subject to change. :

Further information on reserved and designated fund balances is presented in note 8.

1. D. Accumulated Compensated Absences

Sick leave: Each contracted employee is allowed 12 to 16 days sick leave per year. Unused sick
leave accumulates to a maximum of 150 days. Unused sick leave does not vest with the employee,

'i.e., it is lost upon termination of employment. However, 15% of the unused sick leave is paid to
~employees who voluntarily terminate their employment or retire after 20 years of service in the
- District. The value of the sick leave to be paid to retiring employees is accrued in government-wide

financial statements in the period the retirement is approved. The governmental fund financial
statements record the sick leave benefit in the period it is paid.

Vacation: Employees working on year-round contracts earn ten days vacation after working one year
and one additional day for each year after five years of service not to exceed fifteen days. Upon
termination of employment unused vacation days are paid to the employee. Unused vacation pay is
accrued in both the government-wide and governmental fund financial statements. Employees forfeit
unused vacation time in excess of five days.

2. Budgetary Information

The District adopts budgets for each of its governmental funds in accordance with State law.
Budgets are presented on the same basis of accounting as that used in the governmental funds
financial statements. A budgetary comparison schedule is presented as required supplementary
information (RSI) for the operations and maintenance (general) fund. The following procedures are
used in establishing the District’s budgets:

e Prior to May 31st the District Superintendent submits to the Board of Education a proposed
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Uintah School District

Notes to the Finah,cial Statements
June 30, 2006

operating budget for the fiscal year commencing July 1. The operating budget includes
proposed expenditures and the means of financing them.

o Public hearings are held by the Board of Education to obtain taxpayer comments.
o The budget is formally adopted prior to June 15"

e The School Board may transfer budgeted amounts between departments within any fund;
' however, any revisions that alter the total expenditures of any fund must be approved only
after a public hearing.

e Other special procedures apply if the rate of tax is increased over the prior year.

3. Deposits and Investments

Deposits and investments for local governments are governed by the Utah Money Management Act
(Utah Code Annotated, Title 51, Chapter 7, “the Act”) and by rules of the Utah Money Management
Council (“the Council”). Following are discussions of the District’s exposure to various risks related
to its cash management activities. '

" .A. Custodial Credit Risk

Deposits—Custodial credit risk for deposits is the risk that in the event of a bank failure, the -
District’s deposits may not be recovered. The District’s policy for managing custodial credit risk
is to adhere to the Money Management Act. The Act requires all deposits of the District to be in
a qualified depository, defined as any financial institution whose deposits are insured by an
agency of the federal government and which has been certified by the Commissioner of Financial
Institutions as meeting the requirements of the Act and adhering to the rules of the Utah Money
Management Council. As of June 30, 2006 the carrying amount of the District’s deposits was
$812,397 and the bank balance was $843,683. Of the bank balance, $530,068 was uninsured and
uncollateralized. :

B. Credit Risk

Investments—Credit risk is the risk that the counterparty to an investment will not fulfill its
obligations. The District’s policy for limiting the credit risk of investments is to comply with the
Money Management Act. The act requires investment transactions to be conducted only through
qualified depositories, certified dealers, or directly with issuers of the investment securities.
Permitted investments include deposits of qualified depositories; repurchase agreements;
commercial paper that is classified as “first-tier” by two nationally recognized statistical rating -
organizations, one of which must be Moody’s Investor Services or Standard & Poors; bankers
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Uintah School Diétrict

Notes to the Financial Statements
June 30, 2006 ‘

acceptances; obligations of the U.S. Treasury and U.S. government sponsored enterprises; bonds
and notes of political subdivisions of the State of Utah; fixed rate corporate obligations and
variable rate securities rated “A” or higher by two nationally recognized statistical rating
organizations as defined in the Act.

The District is authorized to invest in the Utah Public Treasurer’s Investment Fund (PTIF), an
~ external pooled investment fund managed by the Utah State Treasurer and subject to the Act and
Council requirements. The PTIF is not registered with the SEC as an investment company, and

" deposits in the PTIF are not insured or otherwise guaranteed by the State of Utah. The PTIF = .

operates and reports to participants on an amortized cost basis. The income, gains, and losses,
net of administration fees, of the PTIF are allocated based upon the participants’ average daily
balances.

Following are the District’s investments at June 30, 2006:

Investment Type Fair Value Maturity Quality Ratings
PTIF $ 47,424,660 less than 1 year not rated
Repurchase Agreements $ 1,459,605 less than 1 year not rated

C.. Interest Rate Risk

Interest rate risk is the risk that changes in interest rates of debt investments will adversely affect
the fair value of an investment. The District manages its exposure to declines in fair value by
investment mainly in the PTIF and by adhering to the Money Management Act. The Actrequires
that the remaining term to maturity of investments may not exceed the period of availability of
the funds to be invested.

Note 1.C.1. provides additional information about deposits and investments.

4. Property Taxes

The property tax revenue of the District is collected and distributed by the Uintah County treasurer as
an agent of the District. Utah statutes establish the process by which taxes are levied and collected.
The county assessor is required to assess real property as of January 1 and complete the tax rolls by
May 15. By July 21, the county auditor is to mail assessed value and tax notices to property owners.
A taxpayer may then petition the County Board of Equalization between August 1 and August 15 for
a revision of the assessed value. The county auditor makes approved changes in assessed value by
November 1 and on this same date the county auditor is to deliver the completed assessment rolls to
the county treasurer. Tax notices are mailed with a due date of November 30. Delinquent taxes are -
subject to a 2% penalty, with a $10 minimum penalty. If delinquent taxes and penalties are not paid
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Uintah School District

Notes to the Financial Statements
June 30, 2006

by January 15 of the following year, these delinquent taxes, including penalties, are subject to an
interest charge at an annual rate equal to the federal discount rate plus 6%, the interest period is from
January 1 until date paid. Essentially all property taxes are collected within a five-year period, after
which time the county treasurer may force sale of property to collect the delinquent taxes. '

Motor vehicles are subject to an “age-based” fee in-lieu of property taxes. The age-based fee is for
passenger type vehicles and ranges from $10 to $150 based on the age of the vehicle. The revenues
collected in each county from motor vehicle fees is distributed by the county to each taxing entity in
which the property is located in the same proportion in which revenue collected from property taxes -
is distributed. The District recognizes the fee in-lieu of property taxes revenue when the county
collects it.

The property taxes receivable and property taxes deferred revenue accounts at June 30, 2006 are
summarized as follows:

Other Total Total
Capital Governmental Governmental Statement of
General Outlay Debt Service Funds Funds Net Assets

Property taxes - receivable:

Levied for current and
prior years (delinquent) $ 93,630 § 150,593 § 46,645 § 14,628 §$ 305,496 § 305,496

Levied for future year 4,988,260 8,023,021 2,485,098 779,335 16,275,714 16,275,714
| $ 5,081,890 § 8,173,614 5 2,531,743 § 793,963 § 16,581,210 $16.581,210

Other Total Total
: Capital Governmental Governmental Statement of
General Outlay Funds Funds Net Assets

Property taxes - deferred revenue:

Levied for current and :
prior years (delinquent) $ 93,630 $§ 150,593 § 46,645 $ 14,628 $ 305,496 $ -

-+ Levied for future year :
~ and collected 247,046 397,343 123,075 38,597 806,061 806,061

Levied for future year

. and uncollected 4,988,260 8,023,021 2,485,098 779,335 16,275,714 16,275,714

$ 5328936 § 8570957 § 2654818 § 832,560 § 17,387271 $17,081,775
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Uintah School District

Notes to thc Financial Statements
June 30, 2006 i

5. Capital Assets

The District’s capital assets are summarized as follows:

Assets

Balance Balance
6/30/05 Additions Retired 6/30/06

Land - $ 4,230,351 $ 116,045 $ 4,346,396
Buildings Under Const 2,846,398 2,846,398
Land Improvements 419,171 31,944 451115
Buildings 52,200,567 474,422 52,674,989
Equipment
Computers 264,879 89,901 § (41,900) 312,880
Equipment 2,825,862 296,193 (32,613) 3,089,442
Vehicles 5,207,038 515,173 (61,282) 5,660,929
Total Depreciable
Assets 60,917,517 1,407,633 (135,795) 62,189,355

 Total Assets $65,147,868 $4,370,076 $(135796) $69,382,149

Accumulated

Depreciation
Balance Current Balance
6/30/05 Expense Retired 6/30/06
Land
Buildings Under Const
Land Improvements $ 66859 $ 22142 $ 89,001
Buildings 24,900,827 1,075,773 25,976,600
Equipment
Computers 172,254 36,625 § (41,896) 166,983
Equipment 1,124,026 248,184 (17,398) 1,354,822
Vehicles 3,346,477 483,455 (61,282) 3,768,650
Total Depreciable
Assets 29,610,443 1,866,189 (120,576) 31,356,056

Total Assets $29.610443 $ 1,866,180 § (120,576) $31.356,056
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Uintah School Disfrict

Notes to the Financial Statements
June 30, 2006 '

Depreciation expense was directly charged to the functions wherein the respective assets are used. In
addition, the depreciation of school buildings and related assets was allocated to functions based on
the estimated usage of the assets as follows: School administration 5%, Operation and maintenance
of plant 2%, School food services 8%, and Instruction 85%. Total depreciation expense was charged
to functions as follows:

Total 2006

Function ‘ Depreciation
General administration . $ 30,625
Student transportation 405,439
Operation and maintenance of plant 120,880
School focd services 134,359
Instruction 1,109,615
School administration 65,271
Total S 1,866,189

Construction Commitments:

As of June 30, 2006 the District is obligated under construction contracts related to construction of
Maeser and Naples Elementary schools. Contract balances are as follows:

Contract Balance to .

Project Amount Completed Complete
Maeser Elementary $12,551,952 $ 1,898,160 $ 10,653,792
Naples Elementary 12,606,000 1,152,300 11,453,700
Total $25,157,952 $ 3,050,460 $ 22,107,492

The balances of the contracts will be paid from unexpended general obligation bonds issued for that
purpose. -

6. Long-term Debt
e Revenue Bonds

Revenue bonds outstanding consist of The Municipal Building Authority Uintah County School
District (MBA) Lease Revenue Bonds, Series 2002. The bonds, dated September 24, 2003 were
issued to partially finance the remodeling of the Vernal Jr. High School. The first bond matures
August 1, 2005 and bears interest at a fixed rate of 3.35%. One bond matures each year after that
through 2012 for increasing amounts running from $292,000 to $376,000, with fixed interest rates
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Uintah School District

Notes to the Financial Statements

June 30, 2006

from 3.65% to 4.55%. Beginning in 2013 the remaining bonds mature. The interest rate is 3.9%
through July 31, 2007 and then is adjusted every five years based on an index rate. The repayment
schedule is designed to retire the bonds in eighteen annual payments of approximately $600,000.

Uintah School District transferred ownership of the Vernal Jr. High School to the Municipal
Building Authority, and leased the facilities back for an annual rental in an amount sufficient to pay
the bond payments.

The annual debt service requirements to maturity are summarized as follows:

MBA Lease
Revenue
Bonds
Year Ending

June 30, Principal Interest Total
2007 292,000 275,235 567,235

2008 303,000 263,997 566,997

2009 316,000 251,690 567,690

2010 329,000 238,300 567,300

2011 344,000 223,826 567,826
2012-2016 1,958,000 879,658 2,837,658
2017-2021 2,384,000 452,673 2,836,673
2022-2023 1,092,000 43,017 1,135,017

Total 37,018,000  $2.628396 .§ 9.646,396

* General Obligation Bonds

Uintah School District placed a proposal on ballot in the November 2005 general election to issue
up to $50 million in general obligation bonds for the purpose of constructing and remodeling school
buildings. Voters approved the proposal. During the year ended June 30, 2006 the District issued
two-series of general obligation bonds totaling $29.977 million. The District intends to issue

- additional general obligation bonds included in the proposal approved by voters.

o The District issued $5,977,000 Qualified Zone Academy Bonds (QZAB) on December 29,
2005. The bonds bear no interest and are due in a single payment on December 29, 2020.
The District is required to deposit $326,856 into a sinking fund annually beginning
December 29, 2006. The sinking fund deposits will be invested at 2.75% interest. The
deposits plus interest earned will be sufficient to pay the bonds at maturity.

¢ District issued $24,000,000 General Obligation School Building Bonds Series 2006 on
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March 1, 2006. The bonds bear interest at varying rates from 4.00% to 5.00%. The net
interest cost over the life of the bonds is 4.27%. The bonds mature beginning February 1,
2007 in amounts varying from $850,000 to 1,875,000 annually. The final bond matures on
February 1, 2026. Interest semi-annual payments are due beginning February 1, 2007 and
August 1, 2007.

The annual debt service requirements to maturity is as follows:

" General Obligation Bonds

Year .
Ending
June 30, Principal Interest Total
2007 850,000 937,143 1,787,143
2008 1,400,000 088,338 2,388,338
2009 875,000 932,338 1,807,338
2010 700,000 897,338 1,597,338
2011 775,000 869,338 1,644,338
2012-2016 4,800,000 3,811,814 8,611,814
2017-2021 12,002,000 2,641,750 14,643,750
2022-2026 8,575,000 1,144,720 8,719,720

Total  $29977.000  $12222779  $42,199.779

o Capital Lease Obligation

The District financed the purchase of certain equipment by entering into a lease purchase agreement -
dated July 1, 2003. The contract requires monthly lease payments consisting of principal and interest
at 3.150% beginning August 1, 2003 through July 1, 2006, in the amount of $6,380. The contract

was paid off early on July 22, 2005.

.o Early Retirement Benefits

- Uintah School District provides early retirement benefits to employees who retire before their normal
~ retirement date with specified years of service. The actual benefits available to employees depend

upon the terms of the District’s policy in effect at the time of retirement. In addition to early
retirement benefits, some employees (depending on the early retirement policy at the time of their
retirement) qualify for post-retirement medical insurance benefits until they are eligible for
Medicare. During the fiscal year ended June 30, 2006 employees retired under the early retirement
policy with total estimated benefits (including medical insurance) to be paid in future years of
$1,059,248. During the fiscal year actual benefits paid totaled $557,171. At June 30, 2006Th1rty
five (35) retired employees were receiving medical insurance benefits.
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Long-term debt activity for the year is summarized as follows:

Balance ‘ Balance
June 30, June 30, Due withir
2005 Additions Reductions 2006 One Year
Governmental activities: '
Bonds payable:
MBA Revenue Bonds - - $ 7,300,000 § - $ (28,0000 § 7,018,000 $ 292,
G.O. QZAB Series 2005 - 5,977,000 5,977,000
G.0. Series 2006 - 24,000,000 24,000,000 850,(
Total bonds payable, net 7,300,000 29,977,000 (282,000) 36,995,000 1,142,C
Capital Lease Obligation 81,504 (81,504) -
Early retirement payable (including
insurance) 1,548,659 1,059,248 (557,171) 2,050,736 640.:
' Total governmental activity
Long-temi liabilities $ . 8930,165 $ 31,036248 $(920,675) $ 39,045736 $ 1,782,

Additional information regarding the reporting of long-term debt is found in notes 1.B.3. and 1.C 4.

7. Deferred Revenues

Certain revenues received or accrued as of June 30, 2006 are for the following fiscal year.

Accordingly these revenues are deferred. Deferred revenue at June 30, 2006 is as follows:

Other Total Total
Capital _ Governmental Governmental Statement of
General Qutlay Funds Funds Net Assets

Property taxes - deferred revenue:

Levied for current and
prior years (delinquent) $ 93,630 § 150,593 § 46,645 § 14,628 $ 305,496 $ -

Levied for future year 7
and collected 247,046 397,343 123,075 38,597 806,061 806,061
Levied for future year :
and uncollected 4,988,260 8,023,021 2,485,098 779,335 16,275,714 16,275,714

$.5328936 § 8,570,957 § 2,654818 § _ 832,560 § 17,387,271 $17.081,775
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June 30, 2006

General Obligation Bonds Series 2006 - Bond Premium

Bond premium

Accumulated amortization
Bond Premium, net of amortization

8. Reserved and Designated Fund Balances

Reserved for special programs

Uintah School District

$ 226,853

(3.781)
$ 223,072

Uintah School District has received funds for various special programs. Portions of these funds
which were not expended during the year ended June 30,2006 and which may be carried over to the
subsequent year, have been reserved in the fund balance for their specific purposes. These amounts
apply to the specific programs as follows:

Other
Program Governmental
Number Description General Capital Qutlay Funds
0307 Job Enhancement $ 13,493
0600 Transportation 120,296
0600 Transportation P-Tax 22,021
1205 SPED Regular/Self Contained 71,475
1206 SPED Medicaid 69,878
1215 SPED Preschool $ 482,807
1216 SPED Medicaid Preschool 90,552
1220 SPED Extended year 50,439
1225 . .Special Ed State programs 84,011
1609 " Adult High School Completion 77,870
1610 Adult Basic Skills
1611 GED
3010 Community Recreation 485,855
3010 Recreation 26,498
3020 Connections 66,163
5211 Gifted and Talented 156,857
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5212
5213
5215

5218
5221

Advanced Placement
Concurrent Enroliment
At-Risk

At-Risk Homeless
Youth In Custody

5225/ 5226 Quality Teaching

5230
5306

5345
5364
5366
5405
5420

5460
5460
5618
5698
5699

5851
5865
5980
6915
6916
9993
9994
9996

Class Size Reduction

Student Intervention

Staff Development

~ Alternative Language

Highly Impacted
Exp Dev Formula
School Trust Lands

K-3 Reading Initiative

K-3 Reading Initiative P Tax
Material Support ULACC
UPASS Technology

UPASS

Teacher Supplies and Materials
Reading Performance Imp
Art Works for Kids - Todd

~Applied Technology Education

ATE Set-Aside

Maeser Elementary Project
Naples Elementary Project
Vernal Middle School Project

Uintah School District Foundation

Total for special programs

34

4,170
78,686
75,462

28,573
8,986

193,250
51,287
63,050

1,533
49,286
58,657
16,033
92,496

86,523
4,771
1,000

23,600

80,128

7,015
2,500
5,510
102,636
94,801

Uintah School Disirict

$ 10,027,757
11,583,480
5,986,192

277172

$1,784,586

$ 27,597,429 $ 1,440,754
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Reserved for long-term receivables

Uintah School District purchased real property for the Uintah Basin Applied Technology College
(UBATC) during the year ended June 30, 2001. UBATC has agreed to pay the District the cost of
the property with no interest over a period of years as follows:

Fiscal
Year
Ended Capital
June 30, Outlay
2007 $ 24,000
2008 24,000
2009 ‘ 24,000

3 72,000

Fund balance in the Capital Outlay Fund has been reserved in the amount of the receivable because
the funds are not available to fund District operations until the years they are received.

Designated fund balances

The District has designated a portion of the general fund balance for the following purposes:

Other
Governmental
General Capital Outlay Funds
0055 Student Fees $ 226,682 '
0056 Risk Management 40,572
0060 Saturday School 6,659
0075 Workers Comp 35,691
0080 Unemployment 61,448
0255 Early Retirement 48,394 ,
1290 Preschool Non-Disabled $ 7,790
1295 Cepp 47,550 _
1611 GED 8,167
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5361 ETI Scholarship Funds - UBET 4,072
5610 Drivers Education 9,913
9500 District Vehicles 27,472
9600 Literacy Commission 2,103
9700 Uintah Basin Ed Conf 6,869
9990 Administration . 537,014
0001 Regular Programs Prop Tax 133,591 $ 253,604
0001 Impact Aid 379,760
7101 Impact Aid 134,831
Employee Bonus 200,000
Total designated fund balance $1,902,621 $ 253,604 $ 15,957

9. Pension Plans

Plan Description. The Uintah School District contributes to the State and School Contributory
Retirement System and State and School Noncontributory Retirement System, cost-sharing multiple-
employer defined benefit pension plans administered by the Utah Retirement Systems (Systems).
Utah Retirement Systems provides refunds, retirement benefits, annual cost of living adjustments
and death benefits to plan members and beneficiaries in accordance with retirement statutes.

The Systems are established and governed by the respective sections of Chapter 49 of the Utah Code
Annotated 1953 as amended. The Utah State Retirement Office Act in Chapter 49 provides for the
administration of the Utah Retirement Systems and Plans under the direction of the Utah State
Retirement Board (Board) whose members are appointed by the Governor. The Systems issue a
publicly available financial report that includes financial statements and required supplementary

~ information for the State and School Contributory Retirement System and State and School
- Noncontributory Retirement System. A copy of the report may be obtained by writing to the Utah
Retirement Systems, 540 East 200 South, Salt Lake City, UT 84102 or by calling 1-800-365-8772.

Funding Policy. Plan members in the State and School Contributory Retirement System are
required to contribute 6.00% of their annual covered salary (all or part may be paid by the employer
for the employee) and Uintah School District is required to contribute 8.89% of their annual covered
salaries. In the State and School Noncontributory Retirement System the Uintah School District is
required to contribute 13.38% of the annual covered salaries. The contribution rates are the
actuarially determined rates. The contribution requirements of the Systems are authorized by statute
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and specified by the Board.

The Uintah School District contributions to the State and School Contributory Retirement system for
the years ending June 30, 2006, 2005 and 2004 were $30,650, $45,820, and $37,946, respectively
~ and for the Noncontributory Retirement System the Contributions for June 30, 2006, 2005, and 2004 -
~were 2?352,282,_$2,605,785, and $2,112,926, respectively. The contributions were equal to the
" required contributions for each year. o

The District contributes a percentage of the salaries of all eligible employees to a 401K deferred
‘compensation plan. Employees may elect to have a portion of their compensation deferred having
the District withhold it and place itin trust ina 401K plan. The District allows employees to choose
one of two 401K plans: one administered by the Utah State Retirement Board, the other by the Utah
Interlocal Benefits Trust Board. :

10. Risk Management

Uintah School District is exposed to various risks of loss related to torts, theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. For all of
these risks, except workers compensation, the District is a participant in the Utah State Risk
Management Pool, a public entity risk pool operated by the state of Utah for the benefit of all public
school districts, all state universities and colleges, and all state agencies. Uintah School District pays
an annual premium to State Risk Management for its insurance coverage. The District’s losses are
covered subject to the following deductibles; property damage, $1,000 per occurrence; vehicle .
comprehensive and damage, $500 per occurrence. State Risk Management is considered a self-
sustaining risk pool. It purchases excess commercial insurance for property losses in excess of $1
million per occurrence and $2.5 million in the aggregate.

Uintah School District purchases its workers compensation insurance from Utah School Board’s
Risk Management Mutual Insurance Association, a mutual insurance association owned by 30
participating school districts. Uintah School District’s workers compensation claims are fully
. .covered with no deductible.

The District also purchases health and accident insurance for its employees through commercial
insurance.

11. Interfund Transfers
In addition to the basic property tax levy for capital outlay purposes, State law allows the District to
levy an “additional 10% of the basic.” The funds generated by this tax levy may only be used by the

District for the purchase of school sites, construction of buildings, the purchase of equipment, and
the purchase of supplies. Each year the District transfers a portion of this additional 10% of basic to
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the general fund to be used for qualified expenditures. For the fiscal year ended June 30, 2006
$2,103,000 was transferred from capital outlay to general fund.
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Statement of Revenues, Expenditures and Changes in Fund Balances - Budget and Actual
General Fund ' :
For the year ended June 30, 2006

BudgeLed Amounts
Variance with
Final Budget -
Actual Positive
Or[gﬁll Final Amounts (Negative)
REVENUES :
. .Property Taxes & fees in lieu $ 4,036,803 $ 4,646,803 $ 5,091,966 $ 445,163
State aid 21,245,109 - 23,679,239 20,752,135 -  (2,927,104)
. Federal aid 5,584,054 6,097,311 5,077,424 (1,019,887)
~ Tuition 67,000 67,000 68,570 1,570
" Earnings on investments 125,000 125,000 310,566 - 185,566
. Other local revenues 335,632 938,732 496,083 (442,649)
- Total Revenues 31,393,598 35,554,085 31,796,744 (3,757,341)
EXPENDITURES
Current
Instruction 23,453,382 23,995,666 22,443,287 1,552,379
Support services :
Students 1,720,617 1,669,969 1,371,723 298,246
Instructional Staff 1,228,477 1,323,788 1,041,840 281,948
District administration 1,045,951 881,119 740,398 140,721
School administration 2,191,435 2,183,530 2,166,635 16,895
Centrai 1,592,620 2,101,467 810,991 1,290,476
Operation and maintenance of plant 3,094,517 3,399,517 3,187,611 211,906
Student transportation 2,391,286 2,428,006 2,262,384 165,622
Capital Outlay '
Instruction 134,411 356,254 249,165 107,088
Support services 359,483 645,145 439,861 205,284
Total Expenditures 37,212,179 38,984,461 34,713,895 4,270,566
Excess of Revenues Over (Under) Expenditures (5,818,581) (3,430,376) (2,917,151) 513,225
OTHER SOURCES (USES) OF FUNDS . -
Interfund transfers 2,513,589 2,513,589 2,013,000 "~ (500,589)
Total Other Sources
(Uses) of Funds 2,513,589 2,513,589 2,013,000 (500,589)
Excess of Revenues and Other Sources
Over (Under) Expenditures (3,304,992) (916,787) (904,151) 12,636
Fund Balances at Juiy 1 6,898,440 6,898,440 6,898,440 .-
Fund Balances at June 30 $ 3,593,448 $ 5,981,653 $ 5,994,289 $ 12,636

The notes to the financial statements are an integral part of this statement.
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Combining Statement of Fiduciary Net Assets
June 30, 2006 - ' '

Uintah School DiStrict

Student = Flexible Total
Activities Spending Agency
Fund Fund Funds
Assets
Cash and investments $ 83,624 $ 46,643 $ 130,267
Liabilities

Due to student organizations $ 83624 $ 83,624
Due to flexible spending ' - $ 46,643 46,643
$ 130,267

Total liabilities ‘ $ 83624 $ 46,643

The accompanying notes are an integral part of t_hi_s statement.
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Statement of Chahges in Assets and Liabilities

Student Activities Agency Fund
For the Year Ended June 30, 2906 '

Assets
Cash and investments

Liabilities
Due to student organizations:
* Uintah High School
*  Vernal Junior High School
Vernal Middle School
West Junior High School

Ashley Elementary School
Davis Elementary School
Discovery Elementary School
Lapoint Elementary School

‘Maeser Elementary School
Naples Elementary School
Todd Elementary School

* Ashley Valley Education Center

Total Liabilities

" Balance Due to

Uintah School District

Balance Due to

Student Student
Organizations Cash Cash Organizations
June 30, 2005 Receipts Disbursements June 30, 2006

$ 181,031 $ 912,476 $ 1,009,883 $ 83,624
$ 48,325 $ 547,036 $ 656,870 $ (61,509)

23,017 75,301 76,260 22,058

24,857 42,909 49,110 18,656

208 18,633 18,688 153

18,303 65,804 50,709 33,398

12,004 19,068 17,866 13,206

24977 33,594 29,144 29,427

2,420 24,895 22,364 4,951

21,721 29,379 36,188 14,912

6,428 30,581 28,421 8,588

737 25,276 24,263 1,750
(1,966) (1,966)

$ 181,031 $ 912,476 $ 1,008,883 $ 83,624

* Excludes student fees which are reported in the general fund.

The accompanying notes are an integral part of this financial statement.
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UINTAH SCHOOL DISTRICT

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Year Ended June 30, 2006

. _PaSSf
Federal Through
. CFDA Grantor's
Federal Grantor/Pass-Through Grantor/Program Title Number Number Expenditures
U. S. DEPARTMENT OF EDUCATION
Direct Programs ‘
Impact Aid Title VII (PL-874) 84.041 N/A $ 487,857
Indian Education Title IV 84.060 N/A 102,329
Title VIII-Training for All Teachers 84.195B N/A 237,970
Partners in Character Education - LEA Grants 842158 N/A 385,584
Total Direct 1,213,740
Passed Through State Department of Education
Title | Grants to Local Educational Agencies/Administration 84.01A 08 971,247
Title 1 Program for Neglected & Delinquent Children 84.013A 13 12,853
Special Education - State Grants 84.027A 19 1,243,390
Special Education - Preschool Grants 84.173A 52 52,643
Adult Education - State Administered Basic Grant Program 84.002A 33 40,710
Vocational Education - Basic Grants to States 84.048A 21 94,979
UBATC Tech Prep 84.243A 26 4,170
Safe & Drug-free Schools & Communities 84.186A 09 18,909
Improving Teacher Quality 84.367 74 368,257
Even Start - State Educational Agencies 84.213C 18 245,091
Tech-Literacy Challenge 84318X 07 6,900
Title III - English Language Acquisition 84.365 3 42372
E-Mints (Granite School District) 84.318 NA 134,810
Professional Development of Rural Educators 84.Unknown NA 1,429
Fund for Improvement of Education - Rural Schools Material Support 84.215K 14 5,340
Title VA - State Assessments 84.369 76 25,584
Title [ LEA Program Improvement 84.01A 08 179,217
Connections Edge 84.287C 60 425,439
Total Pass Through 3,863.340
Total U.S. Department of Education 5,077,080
U.S. DEPARTMENT OF AGRICULTURE
Passed Through State Department of Education
National School Lunch Program/Special Assistance Program 10.555 42/43 836,750
School Breakfast Program 10.553 44 149,321
Child & Adult Care Food Program 10.558 47/49 19,963
Food Distribution (Commodities) 10.550 N/A 130,949
Total Pass Through 1,136,983
Other Assistance
Forest Reserve 10.665 N/A 32,554
Total U.S. Department of Agriculture 1,169,537
Total Expenditures of Federal Awards $ 6246617

See the accompanying notes.
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Uintah School District

- Notes to Schedule of Expenditures of Federal Awards
~ For the Year Ended June 30, 2006

1. Basis of Presentation

The accompanying schedule of expenditures of federal awards includes the federal grant activity of
Uintah School District and is presented on the modified accrual basis of accounting. The
information in this schedule is presented in accordance with the requirements of OMB Circular
A-133, Audits of States, Local Governments, and Non-Prafit Organizations. The amounts presented

 in the schedule agree with amounts presented in, or used in the preparation of the basic governmental

fund financial statements.

Reconciliation to Statement of Revenues, Expenditures and Changes in Fund Balance - Governmental
Funds

Total expenditures of federal awards $ 6,246,617

Federal pass-through revenues classified as State in the financial statement:
UBATC Tech Prep (4,170)

Revenues from federal sources - not classified as federal awards:

E-Rate 197,114
Rounding differences ' 3)
Total federal revenue reported in the financial statement $ 6,439,558
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CALDWELL, COOMBS & FOLEY LLP

~ Certified Public Accountants -

92 North Vernal Avenue
Vernal, Utah 84078-2104 ..
(435) 789-0961

Fax (435) 789-0340

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Board of Education
Uintah School District
Vernal, Utah

We have audited the financial statements of the governmental activities, each major fund, and the

~ aggregate remaining fund information of the Uintah School District as of and for the year ended June
- 30, 2006, which collectively comprise the District’s basic financial statements and have issued our

report thereon dated November 27, 2006. We conducted our audit in accordance with auditing
standard generally accepted in the United States of America and the standards applicable to financial
audits contained in GovernmentAudmng Standards issued by the Comptroller General of the United
States.

Internal Control Over Financial Reporfing

In planning and performing our audit, we considered Uintah School District’s internal control over
financial reporting in order to determine our auditing procedures for the purpose of expressing our
opinions on the financial statements and not to provide an opinion on the internal control over
financial reporting. Our consideration of the internal control over financial reporting would not
necessarily disclose all matters in the internal control that might be material weaknesses. A material
weakness is a reportable condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements caused by
error or fraud in amounts that would be material in relation to the financial statements being audited
may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. We noted no matters involving the internal control over
financial reporting and its operation that we consider to be material weaknesses. However, we noted
other matters involving internal control over financial reporting, which we have reported to
management of Uintah School District in the accompanying schedule of findings and questioned
costs dated November 27, 2006.

Compliance

As part of obtaining reasonable assurance about whether Uintah School District’s financial
statements are free of material misstatement, we performed tests of its compliance with certain
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provisions of laws, regulations, contracts and grant agreements, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance that are required to be reported under Government Auditing Standards.

This report is intended solely for the information of the Board of Education; management and federal
and State awarding agencies and pass-through entities and is not intended to be and should not be
used by anyone other than these specified parties.

M.‘M/,«guf

Vemal, Utah
November 27, 2006
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- CALDWELL, COOMBS & FOLEY LLP

Certified Public Accountants -

92 North Vernal Avenue -
Vernal, Utah 84078-2104 -
(435) 789-0961

Fax (435) 789-0340

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH
MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

Board of Education
Uintah School District
Vernal, Utah

Compliance

We have audited the compliance of Uintah School District with the types of compliance
requirements described in the U. S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to each of its major federal programs for the year ended
June 30, 2006.. Uintah School District’s major federal programs are identified in the summary of
auditor’s results section of the accompanying schedule of findings and questioned costs. Compliance
with the requirements of laws, regulations, contracts and grants applicable to each of its major
federal programs is the responsibility of Uintah School District’s management. Our responsibility is
to express an opinion on Uintah School District’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and
OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance
about whether noncompliance with the types of compliance requirements referred to above that could
have a direct and material effect on a major federal program occurred. An audit includes examining,
on a test basis, evidence about Uintah School District’s compliance with those requirements and
performing such other procedures, as we considered necessary in the circumstances. We believe that
our audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination on Uintah School District’s compliance with those requirements.

In our opinion Uintah School District complied, in all material respects, with the requirements
referred to above that are applicable to each of its major federal programs for the year ended June 30,
2006. However, the results of our auditing procedures disclosed instances of noncompliance with -
those requirements, which are required to be reported in accordance with OMB Circular A-133 and
which are described in the accompanying schedule of findings and questioned costs as items 06-1
and 06-2.
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Internal Control Over Compliance

The management of Uintah School District is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts and grants
applicable to federal programs. In planning and performing our audit, we considered Uintah School
District’s internal control over compliance with requirements that could have a direct and material
effect on a major federal program in order to determine our auditing procedures for the purpose of
expressing our opinion on compliance and to test and report on internal control over comphance in
accordance with OMB Circular A-133.

- Qur consideration of the internal control over compliance would not necessarily disclose all matters
in the internal control that might be material weaknesses. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not reduce to a
relatively low level the risk that noncompliance with applicable requirements of laws, regulations,
~ contracts and grants caused by error or fraud that would be material in relation to a major federal
program being audited may occur and not be detected within a timely period by employees in the
normal course of performing their assigned functions. We noted no matters involving the internal
control over compliance and its operation that we consider to be material weaknesses.

This report is intended for the information of the Board of Education, management and federal
awarding agencies and pass-through entities and is not intended to be and should not be used by
anyone other than these specified parties.

MM//% cer”

Vernal, Utah
November 27, 2006
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CALDWELL, COOMBS & FOLEY, LLP

Certified Public Accountants

92 North Vernal Avenue
Vernal, Utah 84078-2104
(435) 789-0961

Fax (435) 789-0340

INDEPENDENT AUDITORS' REPORT ON STATE
LEGAL COMPLIANCE

Uintah School District Board
Uintah School District
Vernal, Utah

We have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the Uintah School District as of and for the year ended June
30, 2006, which collectively comprise the District’s basic financial statements and have issued our
report thereon dated November 27, 2006. As part of our audit, we have audited the Uintah School
District's compliance with the requirements governing types of services allowed or unallowed;
eligibility; matching, level of effort, or earmarking; special tests and provisions applicable to each of its
major State assistance programs as required by the State of Utah's Legal Compliance Audit Guide for
the year ended June 30, 2006. The District received the following major State assistance programs from
the State of Utah:

Minimum School Program (State Office of Education)
Pupil Transportation (State Office of Education)

Special Education (State Office of Education)

Special Education - Preschool (State Office of Education)
School Lunch (State Office of Education)

Quality Teaching (State Office of Education)

School Trust Land (State Office of Education)

Applied Technology (State Office of Education)

Youth In Custody (State Office of Education)

Highly Impacted Schools (State Office of Education)
Local Program (State Office of Education)

Small Schools (State Office of Education)

Student Interventions Block Grant (State Office of Education)
Class Size Reduction K-8 (State Office of Education)
Professional Staff (State Office of Education)

Reading Achievement K-3 (State Office of Education)

The District also received the following nonmajor grants, which are not required to be audited for
specific compliance requirements: (However, these programs were subject to testwork as part of the
audit of the Uintah School District's financial statements.)

Adult High School Completion (State Office of Education)
Concurrent Enrollment (State Office of Education)

Advanced Placement (State Office of Education)

Extended Year - Severely Disabled (State Office of Education)
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Gifted and Talented (State Office of Education)
At-risk Homeless-Minority (State Office of Education)
Driver Education (State Office of Education)

- At-risk Student Program (State Office of Education)
Teacher Supplies & Materials (State Office of Education)
Art Education (State Office of Education)

Artworks for Kids (State Office of Education)
Substance Abuse (State Office of Education)
UPASS (State Office of Education)

UPASS On-line Testing (State Office of Education)
Material Support (State Office of Education)

Our audit also included testwork on the District's compliance with those general compliance
requirements identified in the Utah Legal Compliance Audit Guide, including:

Public Debt

Cash Management

Purchasing Requirements

Budgetary Compliance

Truth In Taxation & Property Tax Limitations
Other General [ssues

The management of the Uintah School District is responsible for the District's compliance with all
compliance requirements identified above. Our responsibility is to express an opinion on compliance
with those requirements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about

- whether material noncompliance with the requirements referred to above occurred. An audit includes

examining, on a test basis, evidence about the District's compliance with those requirements. We
believe that our audit provides a reasonable basis for our opinion.

The results of our audit procedures disclosed immaterial instances of noncompliance with the
requirements referred to above that are described in the schedule of findings and questioned costs as
item 06-3.

In our opinion the Uintah School District complied, in all material respects, with the general compliance
requirements identified above and the requirements governing types of services allowed or unallowed;
eligibility; matching, level of effort, or earmarking; reporting; and special tests and provisions that are
applicable to each of its major State assistance programs for the year ended June 30, 2006. . -

W ol / 6 :‘
Vernal, Utah
November 27, 2006
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UINTAH SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Year Ended June 30, 2006

A. SUMMARY OF AUDIT RESULTS

1

N

L |

. The Auditors’ report expresses an unqualified opinion on the financial

statements of Uintah School District.

. No reportable conditions relating to the audit of the financial statements are
reported in the Report On Compliance And On Internal Control Over
Financial Reporting Based On An Audit Of Financial Statements
Performed In Accordance With Government Auditing Standards.

. No instances of noncompliance material to the financial statements of Uintah
School District were disclosed during the audit.

. No reportable conditions relating to the audit of the major federal award
programs are reported in the Report On Compliance With Requirements
Applicable To Each Major Program And Internal Control Over Compliance

In Accordance With OMB Circular A-133.

. The auditors’ report on compliance expresses an unqualified opinion.
p p

. Two audit findings relative to the major federal award programs for Uintah
School District are reported in Part C. of this Schedule.

. The programs tested as major programs included:
Name of Program CFDA No.
Indian Education Title IV 84.060
Title VIII - Training for All Teachers 84.195B
Title I Grants to Local Education Agencies 84.01A
Improving Teacher Quality 84.367
E-Mints 84.318

8. The threshold for distinguishing Type A and B programs was $300,000.
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UINTAH SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended June 30, 2006

9. Uintah School District was determined to be a low-risk auditee.
B. FINDINGS--FINANCIAL STATEMENTS AUDIT
COMPLIANCE MATTERS
None
REPORTABLE CONDITIONS
None
C. FINDINGS AND QUESTIONED COSTS -- MAJOR FEDERAL AWARD PROGRAMS AUDIT

Questioned Costs
DEPARTMENT OF EDUCATION

Title I Grants to Local Educational Agencies CFDA No. 84.01A
06-1 Highly Qualified Teachers

Criteria — Title I, Section 1119(a) of ESEA (20 USC 6319(a), CFR sections 200.55 and
200.56 require that all teachers of core academic subjects, whether or not they work in a
program supported with Title 1, Part A funds, must be highly qualified by the end of the
2005-06 school year.

Condition — Teachers who were not highly qualified in the subjects they were teaching taught
422 classes out of 1364 or 31 percent of the classes taught in the Uintah School District
during the 2005-06 school year.

Recommendation — The District should review its program for training existing teachers and
for hiring new teachers to insure that all teachers are highly qualified as soon as possible.

District Response — All Uintah School District teachers currently deemed not Highly
Qualified for their current teaching assignment were notified in October 2006 of such status.
These teachers were informed of the specific steps to take in order to become Highly
Qualified. All are expected to complete, or to at least begin, the process to become Highly
Qualified by the spring of 2007. All newly hired teachers will be Highly Qualified at the time
of hire, or will agree to immediately begin the process to become Highly Qualified.
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UINTAH SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended June 30, 2006

Questioned Costs ~ § nope
Improving Teacher Quality State Grants CFDA No. 84.367
06-2 Assessment of Need

Criteria — ESEA Sections 2122(b)(8) and (c) (20 USC 2122(b)(8) and (c)) require the
District to conduct an assessment of local needs for professional development and hiring as
identified by district officials and school staff. The needs assessment must be conducted with
the involvement of teachers, including teachers who work in Title 1, Part A targeted
assistance programs and schoolwide program schools.

Condition ~ We were not able to find any documentation that the required needs assessment
was conducted.

Recommendation — The District should conduct the required needs assessment and should
maintain adequate documentation of process and personnel involved.

District Response — A comprehensive needs assessment for professional development and
hiring will be conducted between January and February 2007. Uintah School District staff,
principals, and teacher representatives from the schools will be asked to give input and assist
in the assessment.

Questioned Costs $ none
Total Questioned Costs — All Federal Departments $ none

C. MANAGEMENT LETTER POINTS

06-3 Individual Schools — Accounting Issues

Finding — We noted several instances where receipts and checks were coded to incorrect -
accounts. We noted that the use of purchase orders is inconsistent in the schools. We noted
several instances where expenditures were not supported by adequate documentation. In several
instances school funds were not deposited within three business days as required by State law.
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UINTAH SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended June 30, 2006

None of the schools used budgets to monitor their expenditures. Several of the school secretaries
were not sure how to perform school accounting functions.

Criteria — The District has established standardized accounting procedures for receiving,
expending and accounting for funds within individual schools. '

Effect — District funds were not correctly accounted for in accordance with established
procedures in these instances. :

Recommendation — District Business Office personnel should review the findings specific to
each school, and should meet with school secretaries and principals to address the issues
applicable to each school. Secretaries should receive training, as required. New secretaries may
need training beyond the annual one-day workshop the District has normally used. The District
office may consider whether schools should be required to use budgets to monitor their
expenditures.

District Response — The district continually works with the individual schools and those
working with financial transactions to insure that proper accounting procedures are followed.
The district will continue to train personnel and hold regularly scheduled internal audits with
district accounting staff to insure that transactions are being handled properly. ‘




- Boord of Educotion

Tod Tésar, President - Rodney Anderson, M.D., Vice President
-Jennifer Foley, Member » Shane Frost, Member « Richard C. May, Member

CORRECTIVE ACTION PLAN
November 27, 2006
U.S. Department of Education:

Uintah School District respectfully submits the following corrective action plan for the
year ended June 30, 2006. '

Personal responsible for corrective action: J. Randall Upton, Business Administrator
Name and address of independent public accounting firm:

Caldwell, Coombs & Foley, LLP

92 North Vernal Avenue

Vernal, Utah 84078

Audit Period: The year ended June 30, 2006

- Findings from the November 27, 2006 schedule of findings and questioned costs are

discussed below. The findings are numbered consistently with the numbers assigned in
the schedule.

Findings — Major Federal Award Programs Audit

06-1 Highly Qualified Teachers

Recommendation — The District should review its program for training existing
teachers and for hiring new teachers to insure that all teachers are highly qualified as
soon as possible.
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Action Taken — All Uintah School District teachers currently deemed not Highly
Qualified for their current teaching assignment were notified in October 2006 of such
status. These teachers were informed of the specific steps to take in order to become
Highly Qualified. All are expected to complete, or to at least begin, the process to
become Highly Qualified by the spring of 2007. All newly hired teachers will be
Highly Qualified at the time of hire, or will agree to immediately begin the process to
become Highly Qualified.

06-2 Assessment of Need

Recommendation — The District should conduct the required needs assessment
and should maintain adequate documentation of process and personnel involved.

Action Taken — A comprehensive needs assessment for professional development
and hiring will be conducted between January and February 2007. Uintah School
District staff, principals, and teacher representatives from the schools will be asked to
give input and assist in the assessment.

If the U.S. Department of Education has questions regarding this plan, please call Randall
Upton at (435) 781-3100.

Sincerely yours,

J. Ran ptoh
Business Administrator
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Uintah School District

‘Status of Prior Year Findings and Management Letter Points

For The Year Ended June 30, 2006

The following management letter points were reported in the audit for the prior year ended June
30, 2005. Each finding is repeated as it was reported, with the addition of a brief description of
the current status of the matter. No matters involving federal awards programs were reported for
the year ended June 30, 2005.

FINDINGS--FINANCIAL STATEMENTS AUDIT

MANAGEMENT LETTER POINTS

05-1. Policy Regarding Grant Applications and Management

Finding — We noted several management issues with respect to one grant program. The
approved grant application specified compensation for the program director that exceeded the
District’s salary schedule. The program director, the primary vendor for the program, and the
program’s contract evaluator were all related. These relationships were apparently known and
approved by the District when the grant application was submitted. The program expended funds
gathering research data for the vendor, for which the program was reimbursed; however there
was no contract or written agreement that specified the services District employees were to
provide to the vendor, or the amount of reimbursement to be received.

Status — We noted no similar conditions in the 2005-06 year.

05-2. Individual Schools — Accounting Issues

Finding — We noted several instances where receipts and checks were coded to incorrect
accounts. We noted that the use of purchase orders is inconsistent in the schools. We noted
several instances where expenditures were not supported by adequate documentation. In several
instances school funds were not deposited within three business days as required by State law. In
one school the principal has given the secretary a signature stamp to be used for signing checks
or other documentation in the principal’s absence. None of the schools used budgets to monitor
their expenditures. Several of the school secretaries were new in their positions and reported that
they had received little training and were not sure how to perform school accounting functions.

Status — We noted similar findings in our procedures at individual schools for the 2005-06 audits.

We did not note any situations where a principal had given the secretary a signature stamp for
signing checks and other documents in the principal’s absence. Secretaries acknowledged receiving
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Uintah School District

Status of Prior Year Findings and Management Letter Points
For The Year Ended June 30, 2006 - '

training for their positions; but some were uncertain about various aspects of their school financial
accounting responsibilities.

05-3 Purchasing Card Expenditures - Account Coding and Verification

Finding — We noted two instances where travel expenses charged on District purchasing cards were
charged to the capital outlay fund. In one instance the amount was coded to supplies. We noted that
accounts payable clerks review the summary sheets turned in by employees; but do not review the
supporting detail. '

Status — We noted no similar conditions in the 2005-06 year..
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